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Edward E. Gore, C.P.A.
President of the American Institute of Accountants
RESIDENT of the American Institute of ing the better element of the city in opposition to
Accountants, president of the Chicago As radical industrial agitation devolved upon Mr.
sociation of Commerce, chairman of the Gore. Instead of side-stepping a situation of this
Committee on Statistics of the Chicago Crime kind, he met it head-on, and solved it to the satis
faction and relief of the
Commission, chairman of
law-abiding citizens of
the All-Chicago Council,
Chicago.
member of the AdvisorySuch a man is the new
School Plan Commission
president of the American
of the city of Chicago—
Institute of Accountants.
here, surely, is a record
Edward E. Gore was
of professional and civic
born in Macoupin County,
service of which any man
Illinois, in 1866. He re
may be justly proud.
ceived the usual public
The holder of these various
and preparatory school
presidencies and chair
training, and later at
manships is Edward E.
tended Blackburn College
Gore, who was elected
at Carlinville, Illinois, and
president of the American
the University of Illinois,
Institute of Accountants
at Urbana. *
at the annual meeting,
From 1888 to 1893, Mr.
held in Chicago last
Gore studied law. In
September.
1893, he was appointed
Mr. Gore has not been
chief of the Building and
content to exercise his
Loan Department in the
unusual executive and or
office of the Auditor of
ganizing ability solely
Public Accounts of the
within the confines of the
state of Illinois. From
profession which he has
1893 to 1897, his record
practiced so long and so
in this work led to his
ably. Other interests—
appointment as chief of
largely of a civic naturethe Banking Department
have claimed him; and
in the same office, where
it is characteristic of the
he remained for two years,
man that they have not
leaving in January, 1897,
claimed him in vain.
Chicago owes much to Mr. Gore. The American to open his own office as public accountant in
Institute is deserving of congratulation upon elevat Chicago.
Mr. Gore practiced on his own account until
ing to the presidency a man who has already left
such an impress upon the life of his city and his November, 1904, when he became assistant manager
of the Chicago office of Barrow, Wade, Guthrie &
native state.
As chairman of the Committee of the Chicago Company. On March 1, 1908, he resigned his
Association of Commerce on the Prevalence and position with this firm to accept the vice-presidency
Prevention of Crime, Mr. Gore did a big job when, of the Assets Realization Company of Chicago,
in 1918, he organized the present Chicago Crime where he remained until December 1, 1909. He
Commission. Chicago has had its full share of then returned to Barrow, Wade, Guthrie & Com
labor agitations and troubles—the teamster’s strike, pany as a partner in the Chicago office of that firm.
the switchmen’s strike, and constant activity on the Mr. Gore retained his partnership until September
part of the I.W.W. The difficult task of organiz 1, 1922, when the present firm of Smart, Gore &
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Company was formed. Mr. Gore is one of the two
senior partners in this firm.
Within the Accountancy profession, Mr. Gore has
served in various capacities for different professional
organizations. In 1903, he was legislative agent
for the Illinois Association of Public Accountants,
and was instrumental, with the help of others, in
securing the passage of the Illinois C.P.A. Law.
Mr. Gore was one of the charter members of the
Illinois Society of Certified Public Accountants.
He has served this organization as secretary, as
director, and as president. For some years, he has
been chairman of the legislative committee of the
Illinois Society of Certified Public Accountants. At
the present time, he is president of the Illinois State
Board of C.P.A. Examiners.
Mr. Gore has not confined his professional affilia
tions to his own state society. In 1906, he became
a member of the American Association of Public
Accountants, and served on various committees of
that organization. He became a charter member
of the American Institute of Accountants when that
organization succeeded the American Association
of Public Accountants, in 1916. Mr. Gore was
elected to the first council of the American Insti
tute, and was re-elected at the expiration of his
term. He has served on the Institute’s Commit
tees on Arbitration and Professional Advancement,
and, during the past year, has acted as chairman of
the Committee on the National Charter. He was
elected president of the American Institute of
Accountants at the annual meeting in September.
Aside from Accounting interests, Mr. Gore has
long been active in civic work. He was one of the
organizers and the first secretary of the Illinois
Commercial Federation—a federation of various
commercial bodies of the state of Illinois. This
organization is now represented by its successor,
which is known as the Illinois Chamber of Com
merce. Mr. Gore became actively associated with
the Chicago Association of Commerce when he was
appointed a member of the Auditing Committee,
in 1906. He served both as chairman of the Ways
and Means Committee of the Chicago Association
of Commerce and as one of its vice-presidents. In
1915, he was chairman of the Executive Com
mittee of this association, and has been a member
of this committee for each year since 1912.
Mr. Gore’s work as chairman of the Committee of
the Chicago Association of Commerce on the
Prevalence and Prevention of Crime, we have
already noted. He has been president of the
Chicago Association of Commerce since January,

1922. He is also chairman of the All-Chicago
Council, an organization of 105 local business,
civic, and social organizations of the city of Chicago.
During the late war, Mr. Gore was president of
the War Emergency Union at La Grange, Ill., a
suburb of Chicago, where he resides. This organi
zation had charge of the Liberty Bond sales, Red
Cross, and other activities, and the care of soldiers
of the community both at home and overseas. Mr.
Gore has long been active in educational matters in
La Grange, serving as a member, and later as
president, of the Board of Education. He is also a
member of the Advisory School Plan Commission,
appointed by the president of the Board of Educa
tion of the city of Chicago.
Mr. Gore was married in 1892 and has four
children. In politics, Mr. Gore is a Republican.
He is a member of the Masonic Fraternity and the
Knights of Pythias. His clubs are the Union
League and Canadian Clubs of Chicago, and the
La Grange Country Club of La Grange, Illinois.
After reading of a career so full of noteworthy
achievement as that of Mr. Gore, one is naturally
interested in the man himself, in those underlying
traits of personality and character which made such
achievement possible. Those who know Mr. Gore
know why civic and professional recognition, in
such large measure, have come to him. In civic
matters, for example, Mr. Gore has always, from
young manhood, been an active force for good.
Citizenship to him has meant, not alone privilege
and opportunity, but definite responsibility as well.
To all of his professional relationships, Mr. Gore
has carried this same spirit—a deep-seated sense of
obligation to his associates and to his clients. Com
bine a spirit of this sort in a professional man with
a genial personality, with extraordinary ability,
with the highest professional ideals, and with a
rugged honesty which shines in his very face,
and you have a man who is bound to go far in his
chosen work. This, Mr. Gore has done. Not the
least of the host of Mr. Gore’s outstanding qualities
is his marked ability as a speaker. As a presiding
officer, he is particularly effective. He presides
with firmness and dignity, is always in command of
the situation, and has a ready wit to come to his
assistance when needed.
In a word, we find in Edward E. Gore a com
pound of qualities which have led to a great con
fidence in the man on the part of all with whom he
has come in contact. This confidence has been
concretely and fittingly expressed, not once, but
many times, by his associates and fellow-citizens.
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Bookkeepers I Have Known
By Wm. F. Malone, C.P.A., New York State Society of Certified. Public Accountants

MERSON’S words are particularly applicable
to the daily life of an accountant. “Life,”
he says, “is a train of moods like a string of
beads, and, as we pass through them, they prove
to be many colored lenses, which paint the world
their own hue.” It depends on the accountant
himself, whether he shall see the sunset or the
night; the focus of his character may be too con
cave or too convex to bring his work into the
horizon of human life. If such is his misfortune,
then his career must be a rather dull, monotonous
existence; but it is my belief that years of experience
must of necessity bring out the human side of an
auditor and enable him to visualize something
more than the cold severity of numerals.
And so, in the reflex of the mirror of my thoughts
as they pass in review down through the years, I
find reflected the faces of many bookkeepers—some
still record the happenings of the business day;
others have passed on, and, perhaps, with spirit
fingers tenderly stroke the pages they so loved in
life. These were the faces of “Bookkeepers I Have
Known.” Each has left its imprint and a stamp of
character that serves well to teach its lesson of
human nature.
There is no thought of being uncharitable or
captious toward bookkeepers in any of these lines.
It is my purpose only to analyze several of the
types that I have met in my practice as a public
accountant, for the incidents linked to them in
memory are humorous and interesting when looked
at in the light of subsequent years.

E

In the Olden Days
In the days that have passed, the accountant
was regarded by the bookkeeper as an intruder on
his domain, a sort of detective whose sole purpose
and aim was to unearth errors in the records and to
report them, with consequent ill-effect to the book
keeper. While, no doubt, there may exist some
few bookkeepers whose feelings toward the auditor
remain unchanged in this regard, still, in the main,
this is not the attitude of the present-day book
keeper. Occasionally, however, one conies in con
tact with the “old-school bookkeeper” whose
methods are immune to improvement, and to whom
modem office systems are anathema.
Some time ago, I was called in to audit the books
of one of these faithful old workers. She had been
years with the firm, as her ledgers attested. It
must have seemed desecration to suggest their
removal to a binder, and perhaps it was this recom
mendation that elicited the information that “the
firm is satisfied with the system, and the way the
books are kept.” To add to the difficulty of the
assignment, it was found that the system was
unique in its inefficiency. A few hours of such

work causes an auditor to feel that he is scratching
his right ear with his left hand. But the firm was
satisfied, and had gone on blissfully ignorant of the
faults of the system, until the increase of business
had tom the reins of control from the bookkeeper’s
hands.
The Militant Type
Perhaps some of my readers have met the
“militant” type of bookkeeper. Like the ancient
deity, his stony stare would freeze any “goodmorning” that could be the harbinger of goodfellowship between himself and the accountant.
An enforced companionship of several days with
a bookkeeper of this type has no doubt been respon
sible for the souring of many a perfectly goodnatured auditor. And the pity of it all is, that
there can be no reason for such a reception on the
part of the office guardian. The accountant is,
after all, a poor human whose offices can best be
carried out in an atmosphere of sunshine and
courtesy. It may be that his entrance is a bit
formidable in appearance; personally, when accom
panied on my audit by one or more assistants, I feel
that we make a rather imposing procession. But I
can assure my bookkeeping friends that the array
of talent is solely in the interest of expediting the
work.
Hostility sometimes arises from other causes, one
of which is the harmless little check-mark that
guides the way through an audit. I feel that I can
bespeak the sentiment of the profession in general
and say that we are in full agreement with the
bookkeeper that the neatness of a set of books
should be the pride of every office organization.
Appreciation of legible penmanship and distinct
numerals is reflected in the smile that lights up the
features of an auditor to whose lot such an examina
tion falls. It is a pleasure that is frequently denied
him, for more often he is called upon to decipher
some cryptic handwriting, the sole recommendation
of which is that none save the writer can read its
content.
The Embryo Accountant
There is, perhaps, no more amusing type of book
keeper met by an accountant than that we might
label the “embryo accountant.” He is the embodi
ment of the truism, “a little knowledge is a dan
gerous thing.” Dwelling in a sort of transcendent
atmosphere of accounting theory, obtained by a
few excursions into the fields of accounting knowl
edge, he is ready at a moment’s notice to expound
the most difficult phases of business law. His con
versation is a constant effort to impress on his
hearer the grasp he has of Accountancy in its most
difficult angles. He dismisses with fine contempt
the ordinary topics of discussion, and soars aloft
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into such problems as depreciation, amortization,
and interest, as an element of cost. The installa
tion of systems is his forte, and if monthly audits
are made, the accountant is usually treated on each
visit to some new refinement in the records—the
product of an evening’s reading. It does not matter
whether the needs of the business records are such
as to warrant a change of policy; with true Procrus
tean genius he holds that if the bed does not fit the
victim, then the victim must be mutilated to fit
the bed. The clientele of many accounting firms
consists in part of organizations that finally decided
they had lost their bearings in the mass of account
ing records installed by the type of bookkeeper
pictured above.
The trained auditor is easily identified by one
familiar with accounting procedure in general, and
the skilled bookkeeper is just as plainly recognized
by the auditor. Authors of works on auditing are,
by the very nature of their subject, forced to cover
each possibility of an examination. The fact that
there should be any variation from the audit pro
cedure set forth in the book never enters the mind
of the youthful aspirant to the title of accountant.
Usually, he will watch with scrupulous exactitude
that everything from the freight-car to the timeclock is checked. Books, vouchers, invoices, are
piled upon the auditor with all the gusto that might
be exhibited by some irate housewife displeased
with the tardiness of her spouse. And if, per
chance, the poor accountant protests that he can
perform his audit work better by having only one
record at a time, he is immediately classified as
lacking in knowledge.
The “Clever” Bookkeeper
In meeting with any of the types spoken of, there
is a feeling of sympathy that like a tear takes from
grief its pang. No such feeling, however, is present
when one is so unfortunate as to come into relation
ship with a bookkeeper who is malevolently clever.
It is a good thing that associations with this type of
bookkeeper are infrequent, otherwise, our respect
for, and trust in, our fellow-man, would be shat
tered. A strange feature that pertains in many
embezzlements is that the culprit is usually some
“trusted employee.” There arises before me one
instance that is notable. Such absolute confidence
was reposed in the bookkeeper that all requests of
the accountant to obtain the particular record were
dismissed by the firm with an assurance that it
was not necessary to go over its content. And
when, during a vacation period, access was finally
obtained to this record and fraud was ascertained,
it was almost an impossible task to force upon the
manager a conviction of the facts.
At times the intention of the bookkeeper is a mis
directed zeal in the way of an effort at reducing
income-tax. The auditor is at times amazed at
items that take the form of business expenses. On
one occasion, the trenchant opinion of an assistant
regarding an expense account found expression in
his report when he said, “It contained everything
but the kitchen stove.”

January
There are other pictures hung along the halls of
memory, but to dwell upon their beauty or ugliness
might cause my readers to protest at the length
of the visit. But, before I depart from the pages
allotted to my introspection, it might be well to
attempt to draw closer the bonds of friendship that
usually exist between the accountant and the book
keeper in the average office organization. Such
a bond can be strengthened by recalling the true
office of the accountant. He is presumably a man
who, by reason of constant study and years of
experience in his work, is fitted to pass judgment
upon business truths as exemplified in accounting
records.
As a professional man, the obligation is ever
present with him of being in constant touch with
business law, business conditions, and finance.
There can be no crossing of purposes or conflict
with the work of the bookkeeper. Many patients
live to-day whose existence is due more to the
constant care of a faithful nurse than to the medical
prescription of the physician. And yet, there can
be no doubt that, by reason of his intensive study
of the symptoms of disease and his wider knowledge
of the science of medicine, the physician is better
fitted to prescribe a remedy. The parallel is appli
cable; for the function of an auditor is to analyze
facts in the records, not for the purpose of criticism
of the bookkeeping technique, but in order that he
may the better align those facts in a manner to
guide his client properly.
Perhaps, in departing, it might not be amiss to
recall the words of the old philosopher, who, in
disgust at what he considers useless contention,
extends the hand of good-fellowship by saying—
But leave the wise to wrangle and with me
The quarrel of the universe let be;
And in some corner of the hubbub couched,
Make game of that which makes as much of thee.

Advertising and Business
HAT is the definite relation of advertising
to the modem conception of business
service? Compare to-day and yesterday
—between the time when, as Emerson pointed out,
the public would make a path into the woods for
the purpose of buying a good mouse-trap, and the
time when one sets up his vegetable stand on the
highway most frequented by automobiles. We
accept Emerson’s idea as to the worth of the
product, but if we were to expect the public to
overcome too many barriers in seeking us out, our
business would be short lived.
Modem advertising is the psychological accom
paniment of physical things—good quality, attrac
tive containers, prompt deliveries, and the like—
that are typical of modem business. It not only
performs the function of a commercial crier, but
it induces favorable states of mind. Advertising
paves the way for business parleys or negotiations
which, in turn, lead to completed transactions—in
a word, to economic progress.
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Biographical Sketches of Pace Students
Who Have Made Good
Thomas E. Casey, Treasurer, Allied Chemical and Dye
Corporation, New York
E started at thirteen, with only and promising of at least a little further
eight years of grammar-school advancement. He had been in that line
education behind him.
He of office work—the only line with which
worked in a shoe factory at a weekly
he was familiar—for fifteen years. He
salary of three dollars.
was well liked, not only by those who
Now, at thirty-nine, he is treasurer worked under him, but by his superiors
of the Allied Chemical and Dye Corpora as well. Almost any other man would
tion, the largest organization of its kind have stopped here; would have let him
in the country—probably the largest in self slip into a rut.
the world.
But Mr. Casey had other ideas. For
His name is Thomas E. Casey. Born three years he had been studying the
in Brooklyn, in 1883, he left school at practice of Accountancy at Pace Insti
the age of thirteen and entered a shoe tute, New York. He could attend only
factory in Newton, N. J. His official night classes, and when his age, his
capacity there would be hard to define. family, and his full day’s work at the
“I was about the same thing in that shoe Western Union offices are considered,
factory that a printer’s devil is in a
print shop,” Mr. Casey explains. “I
did a little of everything. I was a sort
of shoemaker’s devil—a devil among
the soles.”
His next move was to a hardware
store in Morristown, N. J.
“We used to open at 6:30 in the morn
ing—the idea being to catch the
mechanics on their way to work, and
sell them minor articles they found they
were lacking.”
From 6:30 A. M. to 9 P. M. is a
working-day at which any modern youth
would certainly balk. These were Mr.
Casey’s hours-—on week-days.
On
Saturday nights, they kept open until
11 o’clock.
He remembers those
Saturday nights vividly.
“ It wasn’t the fact that we sold so
much then. In fact, we hardly sold
anything. But the mechanics and other
customers used to like to come in and
sit around the stove in the back of the
store, where they would discuss every
thing from the weather to the proper
manipulation of a monkey wrench. In
a way, it was a sort of social evening.
We kept open for that—for the good
will it meant.”
He did not work long at either the
factory or the store. After quitting the
latter, he became a farm hand, but this
did not appeal to him any better as a it is realized what extraordinary deter
means of livelihood, and he was soon mination he must have possessed. It
ready to try something new. During is of this stuff that Success is made.
In 1913, he was graduated, and almost
the first two years of his record as a
worker, he held nine or ten different immediately secured a position with the
jobs, with the uniform salary in each of Barrett Company as a general account
three dollars a week. He was feeling ant. In a very short while, he was
about for one for which he thought he earning a salary more than three times
greater than that which his clerical
was suited.
At last, at fifteen, he became a clerk work had brought him.
Two years ago, the Barrett Company
in the offices of the New York Telephone
Company. For fifteen years he was merged with the General Chemical
employed by this company and by the Company, the Solvay Process Company,
Western Union Telegraph Company. the Semet-Solvay Company, and the
In this latter organization, he was chief National Aniline and Chemical Com
pany, the whole becoming the Allied
clerk of the New York District.
Here, it would seem, was the logical Chemical and Dye Corporation, with
time for him to stop changing jobs. He offices at 61 Broadway, New York City.
Mr. Casey, who was then auditor of
lived then, as he does now, in Orange,
N. J., where he has a home, a wife, and disbursements with the Barrett Com
a daughter. His salary, while not large pany, was made assistant secretary and
as measured by present standards, was assistant treasurer of the new corpora
comfortable; his position was stable, tion. On November 28, 1922, he was

H

appointed treasurer of the Allied
Chemical and Dye Corporation. The
man who for two years could not rise
above a salary of three dollars a week
now handles millions of dollars each
month.
Genial, pleasant of personality, ever
ready to extend a helping hand, he is
liked wherever he goes. Work has not
dulled him, nor the struggle embittered
him. He is the same warm, smiling,
companionable boy who used to sell
nuts and saws in Morristown. “I’ll
always have a soft place in my heart for
Pace Institute,” confesses Mr. Casey.
And Pace Institute will always have a
soft place in its heart for him.

Regional Meeting of the
American Institute of
Accountants
REGIONAL Meeting of the
American Institute of Account
ants was held at the Hotel
Gibson, Cincinnati, Ohio, on November
11, 1922. E. W. Hawes, chief of the
Division of Examinations, State Depart
ment of Education, Ohio, addressed the
meeting on “Professional Prerequisites.”
Alexander Wall, secretary-treasurer of
the Robert Morris Associates, Lans
downe, Pa., spoke on “Financial Sta
tistics as a Basis for Credit Granting.”
Herman Schneider, dean of the College
of Engineering and Commerce, Univer
sity of Cincinnati, gave an extremely
instructive address on “Cooperative
Education.”
Dean Schneider is well known among
educators and professional men as the
originator of the cooperative plan in
education, whereby students study in
school and work in offices and factories
on alternate weeks. This plan has been
very successful at the University of
Cincinnati, where it was first put into
effect by Dean Schneider, and at many
other institutions that have adopted
similar plans.
John R. Wildman, C. P. A., New York
City, spoke on “Consideration of the
Sinking-Fund Method as a Basis for
Amortizing Franchises.” Prominent in
the various discussions were such wellknown accountants as L. W. Wilson,
C. P. A., Rochester; W. E. Langdon,
C. P. A., Columbus; W. A. Vieh, C.P. A,
Cleveland; E. C. Gause, C. P. A., Pitts
burgh; R. J. Beaman, C. P. A., Cincin
nati; and F. A. Hamilton, C. P. A.,
Cincinnati.
At an informal banquet on the evening
of November 11th, W. C. Culkins,
secretary of the Cincinnati Chamber of
Commerce, presided as toast-master.
Among the speakers at the banquet were
Edward E. Gore, president of the
American Institute of Accountants;
A. P. Richardson, secretary of the
American Institute of Accountants;
J. J. Rowe, vice-president of the First
National Bank of Cincinnati; and D. C.
Keller, president of the Dow Drug
Company, Cincinnati.

A

Nothing has ever taken the place
of good work, honestly done; and
nothing ever will.
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Accounting Procedure for an Advertising Agency
Graduation Thesis of Harvey J. Bramel, Pace Institute, New York
EFORE explaining the details of the account*
ing system, perhaps it would be advisable
to consider the duties or functions which are
common to all large agencies, and the organization
required in their performance. In this way, the
subject may be set forth in a clear manner.
An agency, in a general way, is the advertising
department of each of its clients. In view of this,
it should hold itself in readiness to offer advice or
services for the betterment of its client’s business;
know every phase of marketing a commodity or
object; advise, when possible, a reduction in manu
facturing cost or overhead expense, also change
of form or dimension of product; and act in a
general way as counsel in all things that affect
good selling. The following, in a general way, are
the duties of an agency:
1—To select the media, such as newspapers,
magazines, circulars, novelties, personal letters,
programs, and the like, and to determine whether
one or all can be profitably used for advertising
purposes.
2—To prepare copy for advertisements, plates,
illustrations, novelties, and other publicity material.
3—To issue instructions to publishers and to
keep a record of the appearance, space occupied,
and position of each advertisement.
4—To make all payments to publishers or other
individuals for insertions and services, and to charge
the advertiser, on one bill if possible, for the work
performed during the month.

B

Agency as Middleman
It may be said that an agency acts as middleman
between the advertiser and advertising medium,
such services being rendered at no increased cost
to the advertiser; thus, the income of an agency
of this nature consists of commissions given by the
publishers on the purchase and sale of advertising
space. For example, if an advertiser placed an
announcement direct in a newspaper, he would be
charged a specified rate per line, and practically no
service would be rendered. On the other hand,
he could place the very same business through an
advertising agency, without increased cost, and be
relieved of the task of writing the advertisement,
of attending to details of insertion and check-up,
and, at the end of the month, he receives one bill for
this and all other items that may have been
authorized. It is much more economical for one
to place his business through an agency than to
attempt to handle it direct, for then he must pay
for the services of a copy-writer and for other
clerical work involved.
Development
An advertising agency is usually conceived and
promoted by one or more individuals who have

had either training and experience in this highly
specialized service in another organization of
similar character, or else have held the advertising
managership of some extensively advertised prod
uct. In order that an agency of this kind may
obtain recognition from the associations that safe
guard the ethics of the profession, it is necessary
to have at least three substantial accounts. When
this condition has been recognized by the associa
tion, the agency is entitled to the usual commis
sions and discounts allowed by publishers to all
agencies in good standing. This commission is
usually 15 per cent.—the margin of profit which
the publishers allow an agency as compensation for
services rendered. This commission, however, is
not allowed to advertisers who place their adver
tisements direct.
The agency, although paid by the publisher for
developing business, is also the guardian of the
advertiser’s interests. The publisher, realizing the
value of the agency to him, often cooperates, to a
large extent, in order to make the advertising
profitable, and thereby to establish pleasant busi
ness relations between the publisher and agency,
and the Agency and its client. Under such cir
cumstances, the agency, in order to fulfil its
obligations to both parties, must be properly
equipped to meet the various requirements of each.
To meet these requirements, the agency begins
operations in a small way. As the agency gradu
ally develops, by reason of the growth of the initial
accounts and the addition of other accounts, the
office staff increases. This eventually makes it
necessary to establish definite departments.
The accounting at the beginning is not complex,
but, as the work progresses, it becomes necessary
to provide for other necessary records. The
agency has no stock in trade. Its equipment
consists, principally, of office furniture and supplies;
its Accounts Receivable are principally charges
made to customers for services rendered or for
advertising space in certain media; its Accounts
Payable consist of the claims of publishers or others
against the agency for space or services which the
agency contracted for in behalf of its clients.
The only extra charge of an agency, in addition to
the regular space cost, is the cost for any art work,
cuts, or plates that may be required to illustrate
the advertisement.
Departmentalization
Since the methods of accounting are not uniform,
differences are to be found in the forms and records
kept in every advertising agency. For this reason,
no attempt will be made to present a system of
accounting applicable to agency work in general.
Therefore, the logical plan of this thesis will be to de
scribe the departmental organization and methods
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of accounting for an agency with a large clientele.
To carry out properly the functions heretofore
explained, the work of an agency is divided among
the following departments, each of which performs
a specific duty: (1) Plan and Copy; (2) Art; (3)
Forwarding; (4) Printing; (5) Rates and Statistical;
(6) Promotion; (7) Mechanical; (8) Bookkeeping;
(9) Auditing; (10) Billing; (11) Stenographic;
(12) Checking; (13) Filing; (14) Export; (15)
Recording.
Plan and Copy Department. This is the
factory of ideas where originate the form and
matter of all advertisements. Trained writers are
employed to prepare the text-matter, and, in many
cases, the foundation upon which an illustration
may be developed.
Art Department. The work of this depart
ment is to prepare drawings or paintings from the
“layout” received from the copy department, and
to attend to the making of plates and the design
and purchase of printed matter.
Forwarding Department. After the adver
tisement is completed, a copy, with instructions
and the electrotypes or matrices to be used, is sent
to the publisher.
Printing Department. The work of this
department is generally turned over to outside
printers by the majority of agencies, such work
consisting of the printing of catalogs, booklets,
folders, etc.
Ra tes and Statistical Department. Here the
media that are best fitted to meet the requirements
of a campaign are selected. A file of publishers’
rate-cards and circulation reports are also main
tained. Contracts are made with different publi
cations for a certain amount of space to be used
within a year or shorter period.
Promotion Department. This department
solicits new business through correspondence and
interviews, developing prospects into clients.
Mechanical Department. Here, electrotypes,
matrices, original zincs, etc., are made, provided
the equipment includes that of a foundry for mak
ing electrotypes, and a hydraulic steam press for
the making of matrices. This work, however, is
generally sent to outside concerns.
Bookkeeping and Auditing Departments.
The functions of these departments call for no
special comment. The auditing department, upon
receipt of invoices from creditors, which are
rendered on the 30th of each month for the current
month’s advertising, files the bills in their discount
order and commences to audit. The invoices are
due on the 10th and 20th of the month following
service, with a cash discount for prompt payment.
When the invoices have been verified and found to
be correct, settlement follows in due course.
Checking Department. The verification of
the appearance of advertisements in newspapers,
on bill-boards, and other media, is done in this
department. The advertisements in the news
papers have to be measured, and the position
ordered for the advertisement must be verified.
This measurement is determined by what is
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termed “Agate Measurement,” in which 14 lines
equally spaced constitute an inch one column wide.
Advertising rates are based on lines or pages. In
checking advertisements, the paper is examined
thoroughly, each client’s advertisement is noted
and its measurements and location are marked on
a customers’ checking card, to be described later.
In case an advertisement is omitted, the matter is
taken up with the publisher and another date of
insertion is arranged for.
Filing Department. After newspapers and
other periodicals have been verified, they are filed
in bins, alphabetically by states and cities, the
papers for larger cities having separate bins.
Export Department. Few advertising agencies
have such a department, due to the fact that the
placing of advertisements in foreign countries is
usually done through special agencies.
Recording Department. Upon the completion
of the month’s advertising schedule, the checking
cards (Fig. 5) are passed to this department for
the purpose of recording on the contract sheet
(Fig. 6) the value of space utilized, so that these
data may be had in order to check the publisher’s
bills.
Books of Account and Subsidiary Records
The accounting records of an agency differ from
those of a mercantile house, in that special records
must be kept for the purpose of insuring the correct
ness of the charges to clients and for checking bills
received from publishers and other creditors.
In order that this may be done in a satisfactory
way, the following records and books of account
are maintained: requisition job order, order
form, checking card, contract sheet, cash-book,
journal, customers’ ledger, publishers’ ledger, copy
schedule for newspaper publications, copy schedule
for monthly publications.
The complexity of these records perhaps can be
made clearer by a brief description of the office
routine involved. A few of the records are com

Form 1a, Requisition Job Order (Face)

mon to all organizations; therefore, they will need
no description.
When an advertiser places an advertisement to
be inserted in a publication, the first step is to
secure a rough sketch and layout from the plan
(Continued on Page 25)
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John R. Loomis, C. P. A.
JOHN R. LOOMIS, senior partner of the firm of
Loomis, Suffern & Fernald, certified public ac
countants, and one of the founders of the Ac
countancy profession in the United States, died
suddenly of heart failure in a train at the Grand
Central Terminal, New York City, on Thursday
afternoon, December 7, 1922. He was in his sev
enty-seventh year. Mr. Loomis was on his way to
his old home in Glens Falls, N.Y., to attend the
funeral of a relative when death claimed him.
Mr. Loomis was one of the leading accountants
of the country. In a very real sense, he was one of
the founders of Accountancy, and he did much to
bring the profession to the position it nowoccupies.
He was always vitally interested in the education
of accountants, and he made in his own person a
lasting contribution to the profession by means of
the encouragement and advice which he so freely
gave to young accountants and to Accountancy
students. No one will mourn Mr. Loomis’s death
more deeply than this younger generation of
accountants. To them, Mr. Loomis was more
than a leader in the profession. He was a friend
and counselor to whom they could always go, with
the certainty that he would take time to give them
sound and whole-hearted advice. No problem of
theirs was too small for him to consider—many
times, Mr. Loomis has been known to suspend
ordinary matters of practice while he counseled
with some student or young practitioner who had
come to him for help and advice.
The time is too short to review in this issue of
The Pace Student the life and work of Mr.
Loomis. In the succeeding issue we shall make
this review, and shall endeavor to convey an idea
of the true worth of this friend who has passed on,
and of the lasting contribution which he made to
the profession which he espoused so long and so
ably.
___________________

ANY business men seem to have an aver
sion to answering their letters promptly.
Ordinarily, a letter can be answered on
the day that it is received. On the other hand, it
often happens that a day or two must elapse before
the information necessary for the proper reply can
be collected. Many organizations have a rule that
letters, if they can not be answered on the very
day or, at the most, the next day after they are
received, should be acknowledged promptly. This
is a most excellent rule.
Many times a man writes for information which
he must have before taking action on a certain
business matter. It not alone irks him when he
does not receive a reply or an acknowledgment
promptly, but it frequently causes costly delays.
Why not make it a rule to answer each letter at
once, or, at least, to acknowledge it promptly, and
let the letter containing the requested information
follow at the earliest possible opportunity?

M

Public Improvements
HE student of Accountancy and Business
Administration should, by means of his news
paper reading, keep in touch with develop
ments in the field of public improvements. To
students who reside in New York City, the transit
problem, for example, is one of personal, as well as
of academic, interest.
The proposed St. Lawrence Canal, which, its
advocates claim, will do so much to lessen railroad
congestion and facilitate crop movements from the
Central West, is an illustration of a public improve
ment with which the student of Business Adminis
tration should be familiar. All these improve
ments, particularly in the field of transportation,
have an effect upon commodity prices. With price
trends the business man must be familiar. An
understanding of their causes will do much to
enable him to foresee developments and to plan
accordingly his course of action.

T

Good Writing
ANY people, unfortunately, believe that
good writing means long words, involved
sentences, and unusual constructions. The
belief is a mistaken one. The best writing is the
simplest. Remove literary furbelows from your
writing, understand your facts, and fit the words
to them. One must cultivate simplicity if he
would hope to attain any measure of success in
expressing his thoughts in writing.

M

APPLY the Budget Idea to your personal af
fairs for 1923—plan the use of your time,
because it is the asset that you convert into
income and into increased ability for the future;
and plan your expenditures, because increased in
come, carelessly expended, fails of its purpose.

1923
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publisher may be checked, a set of forms is made out
which consists of an order form made out in trip
licate (Forms 2a and 2b and the upper right-hand

Accounting Procedure for an
Advertising Agency
(Continued from Page 23)

and copy department. Upon receipt of this, a
requisition job order (Form la) is made out and
sent to the art department, specifying the nature
of the work to be done. This requisition con
stitutes a job order, and is used for the purpose of
collecting all costs of an advertisement or a series
of advertisements.
When the advertisement is all prepared and
ready to be printed, it is sent to the publisher. If
a contract is made for a number of insertions, it
is customary to prepare several advertisements and
deliver them to the publisher some time before the
closing date for the first of the series.
The face side (Form la) discloses the necessary
working instructions for advertisements to be made
up, and on the reverse side (Form lb) are recorded

Form lb, Requisition Job Order (Reverse)

GAMUT NATIONAL AGENCY
Main Office
NEW YORK

Gentlemen:
You will please publish as per instructions herewith, or on copy, the advertising
as above scheduled.

Papers to be sent to us regularly during the term of this Contract, also__________
insertion to the Advertisers direct.
cate.

Please signify your acceptance promptly by signing and returning attached dupli
Electrotypes will then be forwarded. Do not set this advertising up in type.
Yours very truly,
GAMUT NATIONAL AGENCY

Form 2a, Order Form (Original)

corner of Form 4), a checking card (Form 3), and
copy schedule (Forms 6 and 7). The original is an
order on the newspaper to run the advertisement
(in this case the “Brown Bottle Company”) daily,
for a period of two months in space of three inches
in full position and at the terms and rates specified.
The original and the duplicate are sent to the
publishers who sign and return the duplicate as
an acknowledgment of the terms and conditions of
the order. The third copy (Form 4) is filed in
geographical order, and contains the {rates to be
charged the customers, and numerous squares,
one for each day of the year, for recording the in
sertions given in the paper. A duplication of the
heading of this form, showing the date, name of
paper, position of advertisement, length of con
tract, space, and date of insertion, is entered on

the cost of all drawings or cuts and other special
work.
Due to the fact that the advertiser is charged
for illustrations and cuts, it is necessary to dis
tinguish between the method of handling by the
agency and the simplified method of making the
charge to the advertiser. This is secured by the
division which is made, one section showing the
numerous operations performed by the agency,
and the other side the more easily understood
charge to the customer. The charges are entered
upon the requisition in the art department for the
work performed; then the requisition is sent to
the bookkeeping department where the following
entry is passed in the journal:
WRITING AND DESIGNING (Req’n 7048).........xx
To SUNDRY ACCOUNTS PAYABLE.............
For cost of advertising.
ACCOUNTS RECEIVABLE CONTROL (Brown
Bottling Company)................................................... xx
To WRITING AND DESIGNING (Req’n 7048)
COMMISSION EARNED............................ xx
To set up charge for work performed.

xx

xx

The requisition is then filed by job number, and
the number is posted to the customer’s account in
the customers’ ledger for reference purposes.
In order that the advertisements placed with the

Form 2b, Order Form (Duplicate)
returned by publisher)

(To be signed and

the upper left-hand corner of the checking card
(Form 3). See form on following page.
The publisher is required to send the agency
copies of all media from which the advertising
placed by the agency can be checked.
The checking card is used by the agency for the
purpose of checking accurately all media used, in
order to make sure that contracts with publishers
are carried out as agreed.
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It consists of twelve columns, one for
each month of the year. Each column
is subdivided into three smaller columns:
the first one is used to designate the
number of the advertisement; column
two contains information as to size of
advertisement and remarks; and the
last column is used for missing papers,
and contains space for each day’s adver
tisements. The cards are filed by states
and cities. When the papers are received
from the publishers, they are arranged
by cities in alphabetical order, so as
to correspond with the checking cards.
The advertisements are then checked
and marked with a heavy crayon and
noted on the checking cards in their
respective columns and dates. The
papers are then filed, alphabetically,
in bins for future reference. As shown
by the card in Form 3, it can be seen
that on March 5th no paper was received;
on the 25th, the Brown Bottle advertise
ment was inserted in wrong position;
and on the 27th was also omitted. At
the end of the month, these cards are
totaled and entered on the contract
sheet (Form 4), together with notations.
After the data on the checking card
have been entered on the contract sheet,
they form the basis for the charge to
the client and, likewise, control the

January

Form 4, Contract Sheet
fore, before the charge to the customer sidered, for all the advertisers covered
can be applied against the debit of the by the invoice.
After this analysis has been made, the
individual customer’s accounts, it is
necessary to make an analysis of the invoices are then posted to the credit of
invoices. This analysis is made upon a the publishers’ accounts in the publish
ers’ ledger (Form 5), and charged to the
customer’s account in the customers*
ledger, an entry being made in the
journal to give effect in the controlling
accounts, as follows:
ACCOUNTS RECEIVABLE
CONTROL (Sundry cus
tomers’ accounts posted in
detail)........................................ xx
To ADVERTISING SALES
For space sold to customers.
ADVERTISING COST.......... xx
To
NEWSPAPER
AC
COUNTS PAYABLE CON
TROL (Sundry publishers’
accounts posted in detail). .
For publishers’ invoices for
space purchased.

Form 3, Checking Card

agency’s liability to the publisher for
the space used. The sheet is provided
with a column for the gross monthly
cost to the advertiser, from which the
customer is billed. A similar column is
also provided to show the exact cost to
the agency. Supporting Form 4 is
Form 3, giving the original check-up of
the insertions, on the basis of which both
the charge to the customer and payment
to the publisher are made upon receipt
of invoice.
The sales of the agency consist of
advertising space sold to its customers
and purchased from publishers, who
hold the agency responsible for payment.

simple voucher form. The information
necessary for making the analysis is
found in the M. I. A. cost column (Form
4). The total charge of any publisher’s
bill must agree with the total M. I. A.
cost columns, commissions to be con

xx

The entries pertaining to the custom
ers’ and publishers’ accounts could be
posted daily during the month. The
publishers’ ledger is somewhat different
from the ordinary ledger used in other
businesses, it being ruled with columns to
show the month covered by the invoice,
in order to ascertain the amounts due
and paid.
Two other forms peculiar to an adver
tising agency business consist of a copy
schedule for newspaper publications
and monthly publications.

Newspaper Accounts Payable
The invoices, as rendered by a pub
lisher, often cover the advertisements of
several of the agency’s customers; there-

xx

Form 5, Publishers' Ledger
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During the course of a month, the
agency sends many copies of advertise
ments to the publisher for early inser
tion in newspapers. A copy schedule,
illustrated in Form 6, is the record kept
by the agency of the copy sent to news
papers. When copy has been dispatched,
a check mark is made in the spaces,

ment, a schedule is maintained which
permits the billing of certain customers
daily. This method uniformly divides
the work and also aids in sending the
client “invoice for services” at about
the same date each month. The rates
and other information needed in billing
are obtained from the Order Sheet.

of these invoices gives the amount to be
entered to the Accounts Receivable
Control Account in the general ledger.

Cash Record

The principle in the operation of this
record is the same as in any other busi
ness, it merely being used for the pur
pose of recording the cash receipts and
disbursements common to the operation
of the business. Therefore, it will not
be necessary to give an explanation as
to the manner in which it is operated,
except to say that because many cash
adjustments are made with both custo
mers and publishers, provision is made
in the cash book (Form 8) for making
analysis of these and other items for
convenience in handling the control
accounts.
Customers are allowed a discount if
bills are paid promptly, as shown by a
column
in the cash-book.
Form 6, Copy Schedule for Newspaper Publications
The agency, in making remittance to
representing the days of the month on The advertising space is tabulated on the publishers or other creditors before
which the copy is to appear in the news the customer’s invoice and priced at the the due date, is also allowed a discount
paper, listed in the second column. The rate quoted. The space is then re- in addition to the commission received
names of the advertisers are entered on checked and is ready for billing. In from the publisher for service rendered.
the sheets in alphabetical order for con
vergent reference, and the sheets sire
looked over daily to see that the neces
sary copy is supplied the publisher.
This record is kept in a loose-leaf binder,
in order that sheets, when full, may be
transferred to other binders.
In addition to the record kept of copy
of advertisements sent to newspapers,
the agency also keeps a record of the
copy sent to magazines or other monthly
publications. The copy schedule (Form
7) used to keep track of the copy sent
to magazines is somewhat different from
that previously illustrated in Form 6,
in that the name of the advertiser is
placed at the top of the page, and it
contains columns to record symbol
letter (to designate one piece of copy
from another), date copy was sent,
position of advertisement, date of order,
amount of space ordered, rate, discount,
cash discount, time forms close, publica
tion, and a column for each month in
the year.
Users of magazine space usually adver preparing the invoice, the service given This commission is usually deducted
tise in many media. For this reason, a is itemized by dates, space, and rates from the invoice when payment is made.
separate sheet, ruled to cover a year’s for each periodical, in order that the The agency’s charge for commission
advertising, is required for each maga customer billed may verify the invoice could be set up as an account receivable,
readily. Invoices are made out in by charging the publisher and crediting
zine advertiser.
an income account, “Commissions
Earned.” See cash-book form above.
At the end of the month or regular
accounting period, the totals of these
various columns are carried into the
controlling accounts in the general
ledger. The postings necessary to give
effect to the above are illustrated in the
following pro forma journal entries:

Form 7, Copy Schedule for Monthly Publications

Billing the Customer
The contract sheet (Form 4), filed in
binders under the captions of customers,
states, cities, etc., is the source for
billing customers for the month’s com
pleted services. In the billing depart-

duplicate. After all charges have been
verified, the duplicate invoice is placed
in an invoice book or loose-leaf binder,
and the original is sent to the book
keeping department for entry and mail
ing to the customer. A recapitulation

CASH............................................ xx
DISCOUNT............................ xx
To ACCOUNTS RECEIV
ABLE ..................................
XX
NEWSPAPER AC
COUNTS PAYABLE...
xx
GENERAL LEDGER
(items posted in detail)
xx
PRIVATE
LEDGER
(items posted in detail).
xx
For cash received in settle
ment of accounts.
'
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NEWSPAPER ACCOUNTS
PAYABLE..,......................... xx
SUNDRY ACCTS.PAYABLE xx
GENERAL LEDGER (items
posted in detail................... xx
PRIVATE LEDGER (items
posted in detail)................... xx
ACCOUNTS RECEIVABLE xx
To CASH.................................
xx
DISCOUNT......................
xx
It should be understood that the
amounts applicable to the individual
customer or creditor would be posted
daily.

Closing the Books
To complete the discussion of Ac
counting Procedure for an Advertising
Agency, the writer will consider briefly
items that must be taken into account
upon closing the books.
The first item to be considered will be
Bad Debts. Since the asset Accounts
Receivable is subject to a probable loss,
due to the inability of some customers
to pay their bills, it is necessary to
provide for this contingency by charging

January

an account Bad Debts, and crediting an
account Reserve for Bad Debts for the
amount of the estimated loss. The
Depreciation on Furniture and Fixtures,
etc., must be written off against Income
and an account Reserve for Depreciation
' of Furniture and Fixtures credited for
the amount. All deferred and accrued
items should also be taken into account.
The only inventories consist of ma
terials and supplies, which are usually
small and are often disregarded. A
record of the amount of closing inven
tory, however, should be made. The
costs incurred preliminary to the begin
ning of a campaign for copy, illustra
tions, etc., are charged to the customer,
and perhaps collected before the cam
paign commences. This is due to the
practice of charging to the customer all
costs as soon as incurred. At the end
of the fiscal period, all accrued charges
not yet billed to customers are taken
cognizance of, also the material in proc
ess incident to the preparation for the
campaign should be taken into account
a cost basis. The costs incident to

each job are carried currently in the
account Writing and Designing, from
which they are billed to the customer
when the job is completed. The balance
of this account is a balance-sheet item
and, therefore, does not enter the Profit
& Loss Account.
After all items of expense have been
determined and postings made from
subsidiary records to their proper ac
counts in the general ledger, all nominal
accounts with debit or credit balances
are then closed out to Profit & Loss.
The principle involved in making the
adjusting and closing entries necessary
to transfer the items of income and
expense to Profit & Loss is the same as
in any other business. Therefore, no
attempt will be made to illustrate
the procedure. Also, no attempt has
been made to describe such records as
the cash-book, customers’ ledger, or
private ledger. These books are used,
however, and the principles as to con
struction and use are the same in the
advertising agency business as in any
other.

The Question and Answer Department
This Department does not publish answers to all questions received, but only to those which are
deemed to be of general interest to readers of The Pace Student. A communication, in order to re
ceive attention, must contain the name and the address Of the person asking the question.

In the example given, we have assumed that the
ILL you be good enough to answer the
following questions: (1) Is Sales Account profit on specific sales could be definitely deter
a real, nominal, or mixed account? (2) Is mined. As a practical matter, however, it usually
Furniture and Fixtures Account, after the furni works the other way—we know the purchase-price
ture and fixtures have been put to use, a real or value of the goods purchased, and we know the
value of the goods unsold. By deducting the latter
mixed account?
figure from the former, we can determine the
Answer:
value
of the goods which have been sold. Deduct
Let us first consider the Merchandise Account,
taking the following illustration. John Doe buys ing this figure from the sales gives the profit on
$1,000.00 worth of merchandise. He then sells the sale.
At the time of closing the books, the value of
$500.00 worth for $800.00. We could enter these
the
merchandise remaining on hand is transferred
transactions in a Merchandise Account, charging
the Merchandise Account for the purchase price from the Merchandise Account to a new Merchan
of the merchandise and crediting the Merchandise dise Account, the entry being a credit to the old
Account for the selling-price value of the mer Merchandise Account and a debit to the new
chandise sold. The Merchandise Account would Merchandise Account. The old Merchandise
Account will then appear as follows:
be as follows:
Merchandise
Merchandise

W

Purchase cost of mer
chandise........ .
.$1,000.00

Selling price of merchandise:
Cost value.$500.00
Profit on
sale........ 300.00

The Merchandise Account contains two elements
—cost value of merchandise on hand and profit
on merchandise sold, as follows:
Cost value of merchandise on hand:
Purchase price of all merchandise............. $1,000.00
Purchase price of merchandise sold...........
500 00
Purchase price of merchandise on hand
(real element).........................................
$500.00
Profit on Merchandise Sold, per ledger
account (nominal element) ........................
$300.00

Purchase cost of mer
chandise .................$1,000.00

Selling price of merchandise:
Cost value $500.00
Profit on
above.. 300.00
----------- $800.00
Value of mer
chandise
unsold,
transferred
to new ac
count........
500.00

The balance in the old Merchandise Account,
immediately preceding, is a nominal element; the
balance in the new Merchandise Account is a real
element.
Now let us consider Sales Account, about which
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you have asked. We frequently set up separate
accounts instead of one Merchandise Account—
accounts such as Purchases and Sales. It is ap
parent that if we had set up separate accounts,
the accounts recording the transactions above
given would be as follows:
Purchases
Purchase cost of mer
chandise................. $1,000.00

Sales
Selling price of merchandise:
Cost value $500.00
Profit on
above. . 300.00
----------- $800.00
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the element of that value which has been used up.
Immediately after the entry has been passed trans
ferring the amount which has been used up (a
nominal element) from the Furniture and Fixtures
Account to a nominal account, the Furniture and
Fixtures Account reverts to the status of a real
account, since it contains only asset value. Thus
we might have a Furniture and Fixtures Account
as follows:
Furniture and Fixtures
1921
Jan. 1

Purchase of
furniture
and fixtures.$l,000.00

The above account, at the time of the acquisition,
is a real account.
On December 31, 1921, however, the account is
mixed. If we assume that $100.00 value has been
consumed, the $1,000.00 debit balance consists of
$900.00 remaining value of Furniture and Fixtures
and $100.00 lost value.
After we transfer this $100.00 to Profit & Loss,
the Furniture and Fixtures Account would be as'
follows:
Furniture and Fixtures

It is obvious that the Sales Account records a
reduction of the asset and a profit. Accordingly,
it is proper to call the Sales Account a mixed
account. It is, however, hard to consider the
Sales Account by itself; it must be considered in
conjunction with the Purchases Account. Accord
ingly, it is better to state that the Sales Account
records an element which is a reduction of the
asset originally recorded in the Purchases Account,
and records the nominal element representing the
profit on sales.
1921
1921
When a Purchases Account and a Sales Account Jan. 1 Purchase of
Dec. 31 Deprecia
are used, these accounts are brought together at
tion trans
furniture
ferred to
and fixtures.$l,000.00
the time of closing the books in a Trading Account,
Profit 8b
by transferring the balance of the Purchases Account
Loss.......... $100.00
and the balance of the Sales Account to the Trad
The Furniture and Fixtures Account is now again
ing Account. The totals of the Trading Account
would then be the same figures as would have a real account.
Sometimes, the credit to be made to Furniture
appeared in the Merchandise Account, had a
Merchandise Account been used in the first instance. and Fixtures is not immediately made in the
Of course, you must also remember that it is Furniture and Fixtures Account, but is credited to
possible for a sale to be made at a loss; in such a temporary or intermediate account, known as
case, we should substitute the word “loss” for the Reserve for Depreciation Account. The Furniture
word “profit,” and that we must also consider and Fixtures Account and the Reserve for Deprecia
opening inventory as well as purchases. For tion Account must be considered together. Thus,
simplicity we have eliminated them from our if we had, at December 31, 1921, a Furniture and
Fixtures Account with a debit balance of $1,000.00
example.
Furniture and Fixtures Account, at the time of and a Reserve for Depreciation Account with a
acquisition of the furniture and fixtures, is a real credit balance of $100.00, the net difference
element—an asset. However, it is known that ($900.00) would be a real element, and would be
furniture and fixtures will, after a certain period of the same element as is shown by the Furniture and
use, be practically worthless—that is, they will Fixtures Account above illustrated.
have lessened in value from cost price to practically
zero. The total amount of lessening in value is
ILL you please give the writer a simple
estimated, and is apportioned over the estimated
formula for finding the average due date
period of useful life of the furniture and fixtures.
of an account having numerous debit and
The amount by which the value of Furniture and credit entries of numerous dates also? I would
Fixtures is reduced each period, is, therefore, also like a simple formula for computing interest
transferred from Furniture and Fixtures Account on an account of this kind.
to Profit & Loss Account by an entry crediting
Furniture and Fixtures Account and debiting Answer:
The following rule may be used for ascertaining
Profit & Loss or some other nominal account. It
is apparent then that at the end of an accounting the average due date of an account: Ascertain a
period and prior to the entry transferring the basic or focal date, preferably the first date or the
lessening of value—known as depreciation—from last date in the account. Calculate the number of
the Furniture and Fixtures Account, the account is days from the date of each item in the account to
mixed—it contains the element of the asset value the focal date. Multiply each item by the number
remaining in the furniture and fixtures, as well as of days thus ascertained for the item. Add the
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products. Ascertain the balance of the account and
the balance of the products. Divide the balance
of the products by the balance of the account.
The result is the number of days to count back
ward or forward from the focal date to ascertain
the average due date. If the balance of the account
and the balance of the products are on the same
side, count forward if the first date has been used
as the focal date, and count backward if the last
date has been used as the focal date. If the
balance of the account and the balance of the
products are on opposite sides, count backward if
the first date has been used as the focal date, and
count forward if the last date has been used.
An illustration of this method is as follows:
Credits: Date
July 1
10
13
16

Amount
$1,000.00
2,500.00
500.00
800.00

Days
30
21
18
15

$103,500 00

$4,800.00
Debits:
July 23
30

$2,000.00
1,000.00

Products
$ 30,000 00
52,500 00
9,000.00
12,000.00

8
1

$ 16,000.00
1,000.00

cedure is followed, except that the interest is
figured on the excess of the sum of the products
on the one side over the sum of the products on
the other side.
WOULD appreciate it if you would kindly
advise me as to the proper entries to make in
the following case: My employer has in his
inventory a certain plot of ground, for which he
paid $5,733.00. This plot was recently sold for
$7,000.00, on the following terms:

I

Ten per cent. on signing of contract.. .
Cash, on delivery of deed......................
Mortgage for two years at 5 per cent.

Total selling price................................

$ 700.00
1,800.00
4,500.00
$7,000.00

Five per cent. of the total selling price ($7,000.00)
was paid to a real-estate agent at the time the
contract was signed.
I am somewhat puzzled as to what entries to
make and to what account, and would thank you
for your help in the matter.
Answer:

Balance

$3,000.00

$ 17,000.00

$1,800.00

$86,500.00

The net balance of the account is $1,800.00, and
the net excess of products is $86,500.00. * In other
words, the creditor is entitled to the use of $1.00
for 86,500 days, or is entitled to the use of the
$1,800.00 balance for 1 /1800 of 86,500 days or
48 days. Counting back 48 days from July 31st,
we get June 13th, which is the average due date
of the entire account.
The customary method of calculation of interest
is to multiply each item in the account by the
number of days to the basic or focal date, and then
to calculate the interest on the sum of the products
so ascertained, thus assuming that the sum of the
products represents a figure on which interest is
to be calculated for one day. This method may be
illustrated by the following tabulation:
Date
July 1
10
13
16

Amount
$1,000.00
2,500.00
500.00
800.00

$4,800.00

Days
30
21
18
15

Products
$30,000.00
52,500.00
9,000.00
12,000.00
$103,500 00

The result of this calculation is, that the interest
on the various amounts in the Amount column
for the number of days they run is the same as
the interest on $103,500.00 for one day. Applying
the 360-day method, we obtain the following
results at 6 per cent.:
$103,500.00 “Principal sum (on which interest is to be
calculated for one day).
1,035.00 “Interest for 60 days.
103.50 “Interest for 6 days.
17.25 “Interest on the account (interest on $103,500
for one day).

When the account has two sides, the same pro

We give you below the entries which would be
required for the situation outlined in your inquiry:
CASH.......................................... ............ $ 700.00
To ADVANCE ON CONTRACT.
$ 700.00
For cash received on contract to pur
chase land.

COMMISSION TO REAL-ESTATE
AGENT.............................................
To CASH..............................................
For commission paid for sale of land.
CASH.........................................................
ADVANCE ON CONTRACT...........
MORTGAGE (2 years 5 per cent.) . .
To LAND.............................................
For transfer of title to land in accord
ance with contract, dated. . . ., 19 ..

350.00

350.00
1,800.00
700.00
4,500.00

7,000.00

The balances in the Commission Account and in
the Land Account are nominal elements to be
transferred at the time of closing the books to
Profit & Loss Account.

AN newspaper advertising of stock, cost of
incorporation, stock-certificates, accounting
books, and commission on sales of stock be
treated as organizati6n expenses of a corporation?

C

Answer:

When the benefit of such expenditures will
extend throughout the life of the corporation, they
may properly be treated as Organization Expenses;
otherwise, they are ordinary expenses. Organiza
tion Expenses may be carried as an intangible
item on the Balance Sheet.
If the duration of the corporation is perpetual,
this item may remain fixed. If, however, the dura
tion is for a term of years, a proportional amount
should be written off each year. As a practical
matter, however, such expenditures are usually
charged off immediately or over the first few years
of operation.
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Accountancy Training in Modern Industry
By A. B. Gibson, Manager, Westinghouse
Technical Night School, East Pittsburgh, Pa.
E have pleasure in reproduc tional institution, and should, therefore,
ing below an address recently wherever possible, take advantage of
delivered by Mr. Gibson at a regularly organized educational courses.
faculty luncheon of the Pittsburgh
Many industries, to be sure, demand a
School of Accountancy.—[EDITOR.]
sufficient amount of training to enable
In considering the matter of training them to maintain complete educational
in industry, it is well that we note the programs of their own, but this applies
increasing demand for skilled people to few compared to the large number of
along all lines of industry. Recent industries which must depend on outside
Government statistics show us that educational institutions to handle their
between 1914 and 1919 the number of training problem in coöperation with
industrial establishments increased 5.2 them.
per cent.; the number of persons en
There are a number of ways in which
gaged in industry increased 30.9 per this may be done—the correspondence
cent.; the number of salaried employees school or the nearby college or univer
50.11 per cent.; wage earners 29.3 per sity operating evening courses. How
cent.; capital invested 96.5 per cent.; and ever, both of them call the student away
the value of the product manufactured from the industry for his training. The
157.5 per cent.
correspondence method lacks the advan
During the period between 1890 and tage of the personal contact between the
1920, the population of the United student and his instructor, and the
States changed from forty millions rural contacts among the students them
and twenty-three millions urban, to selves. The college courses, on the other
fifty-one millions rural and fifty-four
hand, are laid out for the student who
millions urban, indicating that during will complete a course in business
the past thirty years the population of administration.
the United States has changed from a
It is important, therefore, that an
rural population to an urban population, educational institution should be avail
and during the same period of time our able which can furnish a course of
country has changed from an agricul training of such a nature as to take
tural country to a very largely indus advantage of the desirable feature of
trial country. Invention and develop personal contact between the instructor
ment of machinery have brought about and the student to be derived from
a change from individualism in industry residence courses, and, at the same time,
to the coöperative system to be found operate such a course of training as to
in our large corporations.
be directly applicable to the students
This development has resulted in a while working in the industry, and to
growing need for training of all kinds, fit them well in a broad sense for greater
including a need for training in account responsibilities in the accounting field
ing. The organization of the modern in that industry.
corporation necessitates an intricate
With this in mind, group training in
system of records and accounts, unheard industry in accounting is decidedly im
of in the older individual business unit. portant when operated with a course
During the same time, the training of such as the Pace Standardized Course
men to handle these more intricate in Accountancy and Business Adminis
problems of accounting has not kept tration, not only to the large industries,
pace with the demand for trained men. but to the smaller ones as well.
This has forced the large industries to
A few of the major features of any
so operate their accounting departments course of training which commend it to
that the work is very highly specialized, industry are the following:
and each operation requires knowledge
1. Well-qualified, well-trained teach
of a very limited nature as compared
ers.
to the broad field of accounting.
2. A concise, complete, and well-laid
The great industrial organizations,
out text.
3. A systematic and thorough plan of
due to this and many other reasons,
administering the course, direct
have come to agree pretty generally
ing the study of the student, and
that, in order to qualify those within
checking up his progress.
their ranks for advancement to posi
tions of responsibility, they must do a
4. The high standard of class-work
considerable amount of training; and,
required.
These are all important features of
recently, they have come to realize that
important in their training scheme is a any course of training, and the fact that
training in accounting practice, since they are incorporated in the course of
the experience derived from working in training offered by Pace & Pace makes
their accounting department in any it a desirable proposition for those in
particular section or division did not dustries feeling the need for accounting
qualify men particularly for executive training for any group of their employees.
The Westinghouse Electric & Manu
positions in their organization. It is
necessary that those who are fitted for facturing Co., one of the larger industries,
executive work must prepare themselves located at East Pittsburgh, Pennsylvania,
in the many diversified lines of account and operating the Westinghouse Tech
nical Night School of 1,100 students,
ing practice.
Industry, at the same time, appre have found this method of group train
ciates that it is not primarily an educa ing, using the Pace Course of Account
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ancy and Business Administration, to
be decidedly advantageous, operated as
it is through coöperation with the Pitts
burgh School of Accountancy, conduct
ing the Pace Standardized Courses in
Pittsburgh.
SAMUEL C. HYER, C. P. A., dean of
the San Francisco Institute of Account
ancy, * is spending the winter in New
York City. In addition to doing some
special study and research work, Mr.
Hyer will also teach some of the ad
vanced classes in the Day-School Divi
sion of Pace Institute, New York. Mr.
Hyer was graduated from the Pace
Courses, in New York City, in 1908.
A. J. RINALDI, a former student of
the Pace Courses in Brooklyn, recently
accepted, through the Pace Agency for
Placements, Inc., a position as cost
clerk with the United Electric Light 8b
Power Company, 130 East 15th Street,
New York City. Mr. Rinaldi was
formerly on the staff of Perley Morse
8b Company, certified public accountants,
New York City.

The Pace Student a

Profitable
Investment. An Extension student in
Seattle, Washington, writes:
“Mean
while, however, I wish to keep on receiv
ing The Pace Student, and enclose
money order for $1.50 to cover year’s
subscription. Frankly, I do not know
of any more profitable investment than
The Pace Student for one year at
$1.50.”

HARRYH. MEISNER, C.P.A. (Mich.),
who was graduated from the Pace
Courses in Detroit in December, 1921,
announces the opening of offices for the
professional practice of Accountancy,
at 1530 First National Bank Building,
Detroit, Michigan.
MISS MARY E. ANDARSON, Semes
ter D-408, Pace Institute, Boston, has
accepted through the Placement Division
of the school, a position in the Cost
Department of the Oakland Motor
Company of New England, Boston,
Mass.

MISS ALICE BLAIR, Walsh Institute
of Accountancy, Detroit, conducting
Pace Standardized Courses, recently
accepted a position as bookkeeper with
the Gagnier Stereotype Foundry, 525
Howard Street, Detroit, Michigan.
HOWARD C. CONNOR, Class E502,
Pace Institute, Boston, is now employed
as Field Agent, Internal Revenue
Department, with headquarters at
Columbia, South Carolina.

W. F. MARQUART, a former student of
the Pace Courses in Brooklyn, is now
auditor of the American Agricultural
Chemical Company, 2 Rector Street,
New York City.
J. D. HAWKE, formerly a student of the
Pace Courses at Los Angeles, Calif., is
now assistant treasurer of G. Amsinck &
Company, 96 Wall Street, New York
City.
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Shifting from Business to Professional
Accountancy Practice
ANY business executives enroll with heavy capital investments is mark
for Accountancy study at Pace ing time in the hope that normal busi
Institute with the desire of ness conditions will return in the course
further training themselves for advance

of time.
Many a business, in fact, has
ment in executive accounting work* It made a heavy net loss during the last
frequently happens, however, that, by year or two. Your vocational problem
the time they complete the Course, they is similarly affected by business condi
feel that they would like to enter pro tions, and it is not reasonable to expect
fessional Accountancy practice.
In that you can escape bearing some share
fact, oftentimes, through the study of of the general burden.
“Another consideration should be
the Course, a man develops a specific
liking and aptitude for the type of work borne in mind. If you were seeking to
which the professional accountant is establish yourself in the practice of law
called upon to perform.
or medicine, you could not hope to cross
The problem, however, of changing from a $2,600 position to a practice
from business to professional practice bringing you an equal amount, without
is not always easy to solve, particularly a struggle extending over several years.
if a man occupies a responsible business Accountancy is somewhat similar, al
position. Students who are confronted though the sacrifices would not be
with this problem must bear in mind that nearly as great.
“The sacrifice is worth while, provided
Accountancy is a profession, and that
entrance to it must be considered in the one has made up his mind that his work
same way in which a man would consider is in the public practice of Accountancy,
entering law, engineering, medicine, or and has determined to obtain the neces
any of the other established professions. sary experience, no matter* what the
This problem of shifting from business sacrifice may be. I do not attempt to
to professional practice is particularly say that this should be the attitude of
pertinent at this time. In a recent letter yourself or any other student, because
there are worth-while opportunities in
to a student, Mr. Homer S. Pace says:
“It seems to me that you should take the private practice of Accountancy, and
general business conditions somewhat many of our students prefer to develop
into account in studying your own voca along the lines of executive or accounting
tional problem. Many a business man work in private business organizations.”
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Annual Banquet, Pace
Institute, New York,
Saturday, Apr. 21, 1923
HE eighth annual banquet of
the students and graduates of
Pace Institute, New York, will
be held under the auspices of The
Club in the grand ball-room of the
Hotel Commodore, New York City, on
Saturday evening, April 21, 1923.
The various committees are already
hard at work. Everything points to the
largest and most successful banquet
ever held.
Don’t forget the date! Reserve it
now—Saturday evening, April 21, 1923.

T

J. SCOTT THORNTON, who was
formerly a student at Pace Institute,
New York, is now treasurer of the Union
Electric Company, Pittsburgh, Pa.
Mr. Thornton also takes a prominent
part in the activities of the Electrical
League of Pittsburgh. Mr. Thornton
was graduated from the University of
Michigan, in 1914. At the present time,
he is a member of the Accounting faculty
of the Pittsburgh School of Accountancy,
conducting Pace Standardized Courses.
ELMER O. STEVENS, C. P. A., a
graduate of the Pace Courses in New
York City, in 1914, has associated him
self with Whittlesey & Millar, certified
public accountants, 20 Vesey Street,
New York City. Mr. Stevens will act
as chief of their professional staff.

January, 1923
T THE regular weekly assembly of
the Day-School Division of Pace
Institute, New York, held on
November 13, 1922, a special musical
program was given by the students.
Norman Tregenza gave a violin solo,
. accompanied by Theodore Gommi at
the piano. Mr. Gommi also gave a
piano solo. Both numbers were enthusi
astically received.

A

C. MILTON CLARK, a graduate of
Pace Institute, New York, was among
the successful candidates in the June,
1922, New York State C. P. A. Exam
inations. Mr. Clark is manager of the
Syracuse (N. Y.) office of Howard F.
Farrington & Company, certified public
accountants. He was for several years
a member of the lecture staff of Pace
Institute, New York.
GLENN W. GRAVES, Class C2410,
Day-School Division, Pace Institute,
New York, through the Pace Agency for
Placements, Inc., recently accepted a
position as bookkeeper at the Metro
politan Art 8b Auction Galleries, 45 West
57th Street, New York. Mr. Graves
completed Semesters A, B, and C in the
Day-School Division of Pace Institute,
New York City.

F. H. SCHMUCKER, formerly a
student at Pace Institute, New York,
through the Pace Agency for Placements,
Inc., recently accepted a position as
bookkeeper at the Metropolitan Art &
Auction Galleries, 45 West 57th Street,
HE first annual graduation exer New York City. Mr. Schmucker was
cises of Pace Institute, Washing formerly with Harvey Fuller 8b Com
ton, were held at the City Club, pany, certified public accountants, New
Washington, D. C., on the eveningYork
of City.
November 10, 1922. Sixty-four grad
JAMES T. ELLIS, Pace Institute, New
uates were awarded diplomas.
To do full justice to the occasion, we York, has accepted a position as junior
shall publish, in the succeeding issue of accountant on the staff of Smart, Gore
THE PACE STUDENT, a detailed ac 8b Company, public accountants, 120
Pace
count of the graduation exercises, to Broadway, New York City. Mr. Ellis
gether with a complete list of the accepted his new position through the
Pace Agency for Placements, Inc.
graduates.

T

EDWARD L. GEOGHAN, a former JOSEPH I. ZUCKER, of the Account
student at Pace Institute, New York, ing Faculty, Pace Institute, Washington,
was successful in the June, 1922, New announces that he will engage in the
York State C. P. A. Examinations.
general practice of accountancy and
matters pertaining to taxation, with
ROY D. BOISSEAU, Semester E505, offices in the Munsey Building, Wash
Pace Institute, Boston, has accepted ington, D. C.
employment through that school with
the Miller Coal Company, 141 Milk R. R. BISHOP, a former student at
Street, Boston, Mass.
Pace Institute, New York, and, at the
present time, staff manager, Pace 8b
SCOVELL, WELLINGTON & COM Pace, accountants, was among the
PANY, accountants, announce that successful candidates in the June, 1922,
William P. Moonan, C. P. A., manager New York State C. P. A. Examinations.
of their Cleveland office, and Frederick
J. Knoeppel, C. P. A., manager of their VAN S. HYNES, Class A2129, Pace
Chicago office, have been admitted to Institute, Newark, recently accepted,
partnership in the firm as of December through the Pace Agency for Place
1, 1922.
ments, Inc., a position as assistant book
keeper with Bray Productions, Inc., 130
T. J. MOORE, formerly a student at West 46th Street, New York City.
Pace Institute, Washington, has been
appointed resident manager of the Los CHARLES MENDELSON, Class CAngeles, California, offices of Lincoln G. 2416, Pace Institute, New York, has ac
Kelly 8s Company, certified public cepted, through the Pace Agency for
accountants. Mr. Moore has been for Placements, Inc., a position with the
some time with Lincoln G. Kelly & Federation of Jewish Charities, 114 Fifth
Company, in their Salt Lake City office. Avenue, New York City.

